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of interstate and international tele-
communications and telecommuni-
cations services. 

(d) Entities providing open video sys-
tems (OVS), cable leased access, or di-
rect broadcast satellite (DBS) services 
are not required to contribute on the 
basis of revenues derived from those 
services. The following entities will 
not be required to contribute to uni-
versal service: non-profit health care 
providers; broadcasters; systems inte-
grators that derive less than five per-
cent of their systems integration reve-
nues from the resale of telecommuni-
cations. Prepaid calling card providers 
are not required to contribute on the 
basis of revenues derived from prepaid 
calling cards sold by, to, or pursuant to 
contract with the Department of De-
fense (DoD) or a DoD entity. 

[63 FR 70575, Dec. 21, 1998, as amended at 64 
FR 60358, Nov. 5, 1999; 67 FR 11260, Mar. 13, 
2002; 67 FR 79532, Dec. 30, 2002; 71 FR 38796, 
July 10, 2006; 71 FR 43673, Aug. 2, 2006] 

EFFECTIVE DATE NOTE: At 71 FR 38796, July 
10, 2006, § 54.706 was amended by revising 
paragraphs (a) introductory text, (a)(16), 
(a)(17), by adding paragraph (a)(18), and by 
revising paragraphs (b) and (c). This text 
contains information collection and record-
keeping requirements and will not become 
effective until approval has been given by 
the Office of Management and Budget. 

EFFECTIVE DATE NOTE: At 72 FR 54218, 
Sept. 24, 2007, § 54.706 was amended by adding 
paragraph (e). This text contains informa-
tion collection and recordkeeping require-
ments and will not become effective until ap-
proval has been given by the Office of 
Manangement and Budget. For the conven-
ience of the user, the added text is set forth 
as follows: 

§ 54.706 Contributions. 

* * * * * 

(e) Any entity required to contribute to 
the federal universal service support mecha-
nisms shall retain, for at least five years 
from the date of the contribution, all records 
that may be required to demonstrate to 
auditors that the contributions made were in 
compliance with the Commission’s universal 
service rules. These records shall include 
without limitation the following: Financial 
statements and supporting documentation; 
accounting records; historical customer 
records; general ledgers; and any other rel-
evant documentation. This document reten-
tion requirement also applies to any con-

tractor or consultant working on behalf of 
the contributor. 

§ 54.707 Audit controls. 

The Administrator shall have author-
ity to audit contributors and carriers 
reporting data to the administrator. 
The Administrator shall establish pro-
cedures to verify discounts, offsets, and 
support amounts provided by the uni-
versal service support programs, and 
may suspend or delay discounts, off-
sets, and support amounts provided to 
a carrier if the carrier fails to provide 
adequate verification of discounts, off-
sets, or support amounts provided upon 
reasonable request, or if directed by 
the Commission to do so. The Adminis-
trator shall not provide reimburse-
ments, offsets or support amounts pur-
suant to part 36 and § 69.116 through 
69.117 of this chapter, and subparts D, 
E, and G of this part to a carrier until 
the carrier has provided to the Admin-
istrator a true and correct copy of the 
decision of a state commission desig-
nating that carrier as an eligible tele-
communications carrier in accordance 
with § 54.201. 

§ 54.708 De minimis exemption. 

If a contributor’s contribution to 
universal service in any given year is 
less than $10,000 that contributor will 
not be required to submit a contribu-
tion or Telecommunications Reporting 
Worksheet for that year unless it is re-
quired to do so to by our rules gov-
erning Telecommunications Relay 
Service (47 CFR 64.601 et seq. of this 
chapter), numbering administration (47 
CFR 52.1 et seq. of this chapter), or 
shared costs of local number port-
ability (47 CFR 52.21 et seq. of this chap-
ter). The foregoing notwithstanding, 
all interconnected VoIP providers, in-
cluding those whose contributions 
would be de minimis, must file the Tele-
communications Reporting Worksheet. 
If a contributor improperly claims ex-
emption from the contribution require-
ment, it will subject to the criminal 
provisions of sections 220(d) and (e) of 
the Act regarding willful false submis-
sions and will be required to pay the 
amounts withheld plus interest. 

[64 FR 41331, July 30, 1999, as amended at 71 
FR 38797, July 10, 2006] 
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EFFECTIVE DATE NOTE: At 71 FR 38797, July 
10, 2006, § 54.708 was amended by adding a new 
sentence after the first sentence. This text 
contains information collection and record-
keeping requirements and will not become 
effective until approval has been given by 
the Office of Management and Budget. 

§ 54.709 Computations of required con-
tributions to universal service sup-
port mechanisms. 

(a) Prior to April 1, 2003, contribu-
tions to the universal service support 
mechanisms shall be based on contribu-
tors’ end-user telecommunications rev-
enues and on a contribution factor de-
termined quarterly by the Commission. 
Contributions to the mechanisms be-
ginning April 1, 2003 shall be based on 
contributors’ projected collected end- 
user telecommunications revenues, and 
on a contribution factor determined 
quarterly by the Commission. 

(1) For funding the federal universal 
service support mechanisms prior to 
April 1, 2003, the subject revenues will 
be contributors’ interstate and inter-
national revenues derived from domes-
tic end users for telecommunications 
or telecommunications services, net of 
prior period actual contributions. Be-
ginning April 1, 2003, the subject reve-
nues will be contributors’ projected 
collected interstate and international 
revenues derived from domestic end 
users for telecommunications or tele-
communications services, net of pro-
jected contributions. 

(2) Prior to April 1, 2003, the quar-
terly universal service contribution 
factor shall be determined by the Com-
mission based on the ratio of total pro-
jected quarterly expenses of the uni-
versal service support mechanisms to 
the total end-user interstate and inter-
national telecommunications revenues, 
net of prior period actual contribu-
tions. Beginning April 1, 2003, the quar-
terly universal service contribution 
factor shall be determined by the Com-
mission based on the ratio of total pro-
jected quarterly expenses of the uni-
versal service support mechanisms to 
the total projected collected end-user 
interstate and international tele-
communications revenues, net of pro-
jected contributions. The Commission 
shall approve the Administrator’s 
quarterly projected costs of the uni-
versal service support mechanisms, 

taking into account demand for sup-
port and administrative expenses. The 
total subject revenues shall be com-
piled by the Administrator based on in-
formation contained in the Tele-
communications Reporting Worksheets 
described in § 54.711(a). 

(3) Total projected expenses for the 
federal universal service support mech-
anisms for each quarter must be ap-
proved by the Commission before they 
are used to calculate the quarterly con-
tribution factor and individual con-
tributions. For each quarter, the Ad-
ministrator must submit its projec-
tions of demand for the federal uni-
versal service support mechanisms for 
high-cost areas, low-income con-
sumers, schools and libraries, and rural 
health care providers, respectively, and 
the basis for those projections, to the 
Commission and the Office of the Man-
aging Director at least sixty (60) cal-
endar days prior to the start of that 
quarter. For each quarter, the Admin-
istrator must submit its projections of 
administrative expenses for the high- 
cost mechanism, the low-income mech-
anism, the schools and libraries mecha-
nism and the rural health care mecha-
nism and the basis for those projec-
tions to the Commission and the Office 
of the Managing Director at least sixty 
(60) calendar days prior to the start of 
that quarter. Based on data submitted 
to the Administrator on the Tele-
communications Reporting Work-
sheets, the Administrator must submit 
the total contribution base to the Of-
fice of the Managing Director at least 
thirty (30) days before the start of each 
quarter. The projections of demand and 
administrative expenses and the con-
tribution factor shall be announced by 
the Commission in a public notice and 
shall be made available on the Com-
mission’s website. The Commission re-
serves the right to set projections of 
demand and administrative expenses at 
amounts that the Commission deter-
mines will serve the public interest at 
any time within the fourteen-day pe-
riod following release of the Commis-
sion’s public notice. If the Commission 
take no action within fourteen (14) 
days of the date of release of the public 
notice announcing the projections of 
demand and administrative expenses, 
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